
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



SOUNDINGS IN NON-EUCLIDEAN ECONOMICS 
By John Maurice Clark 
The University of Chicago 

It is fairly obvious, if one stops to think of it, that there are sys- 
tems of economics with axioms fully as far removed from each other 
as the geometries of Euclid and the non-Euclideans ; perhaps as far 
apart as the conventional physics and Einstein. Probably the fore- 
most non-Euclidean economist is Professor Veblen, and his theory of in- 
vidious prestige might be called a theory of economic relativity. 

Orthodox economics undertakes to interpret equilibrium: Veblen un- 
dertakes to interpret progressive change. And in the social world this 
is much the same as saying that orthodox economics studies the assump- 
tions of contentment and Veblen the assumptions of discontent, both of 
which are undeniable facts. Since undeniable facts are difficult to 
ignore, the net result is very largely to call them by different names. 
So when Veblen says that the inherent nature of business is parasitism 
and that any modicum of service rendered is rendered incidentally and 
in spite of the inherent nature of business; and when orthodox eco- 
nomics says that the inherent nature of business is service, and that any 
modicum of parasitism that may remain is an incidental perversion of 
the true spirit of the institution — they may not be contradicting each 
other quite so flatly as they seem to be. Veblen is talking about the 
nature of the pursuit of profits ; and the beneficial effects of competition, 
where competition works beneficially, are an incidental check and very 
partial (and possibly a temporary one) on the natural tactics of the 
pursuit of gain. Orthodox economics is talking about the nature of 
competition (or perhaps of an ideal form of competition) as a check 
on human selfishness in the pursuit of profits and to them any failures 
of competition to produce its full effects appear as incidental. In a 
general way most economists admit the same general mass of facts, 
but pick out different ones as the central axioms of their systematic 
economic theorizing. 

What do I mean by non-Euclidean economics in the present instance? 
The question can best be answered by taking six axioms which repre- 
sent in a general way what might be called the orthodox position on a 
number of important points, and inverting them. One reason for call- 
ing this "non-Euclidean" is that, as I understand the attitude of non- 
Euclidean geometry, it does not necessarily insist that Euclid is non- 
sense nor declare implacable war on his system and insist on its im- 
mediate abolishment. It merely studies the possibilities and conse- 
quences of contrary assumptions. In the present instance this is not 
a mere game of logical gymnastics : it is the natural result of studying 
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those facts of human existence which Euclid, as represented by these 
six axioms, somehow fails to interpret. Much of what I shall have to 
say is not new — perhaps none of it is — but, after all, economic theory 
consists largely in organizing and interpreting known facts rather than 
in the independent discovery of raw facts hitherto unknown. Time 
permits little more than mention of the first four points, and a very 
brief development of the last two. 

Proposition 1. Economics is the science of wealth, and wealth con- 
sists — of things (a) useful, (b) limited in supply, (c) exchangeable, 
(d) appropriable. 

The alternative proposition is that the most important subjects of 
economic study, while useful and limited in supply, are not appropriable 
and not fully exchangeable, and thus are not wealth in the full sense. 1 

Since the consequences of this have been developed by a number of 
writers, I will merely mention one very interesting corollary: namely, 
that in the marginal-productivity economics power to produce cannot 
exist apart from power to withhold. Many things may be useful and 
limited in supply, but only those which the owner has the option of 
withholding have a marketable marginal product. What is marginal 
productivity? It is essentially the power to make a differential addi- 
tion to the income of an enterprise. This means to make this income 
greater if one grants the enterprise the use of the productive factor he 
controls than it would be if one withheld this productive factor. In this 
sense an invention, once made public, is not "productive," and the in- 
ventor is not a productive factor, with respect to any past invention, 
except as he keeps patent rights which enable him to withhold it from 
the market, and hence to bestow it on the market. He cannot freely 
bestow it if he cannot also freely withhold it. Other applications of 
this proposition are interesting, but we must pass on. 

Proposition, %. Consumption is the end of economic activity and pro- 
duction is a means to that end. 

This proposition may be broadened; increased productive power is 
used to make working hours shorter and to some extent to make work 
easier and more pleasant. This is in general harmony with the propo- 
sition that production is looked on as a necessary evil and a means to 
an end : the less time we spend at it the better. The general proposition 
seems obvious, and is obvious from the point of view of the individual. 
When it comes to society's interest, the question is not so clear. So- 

i The germ of this proposition is at least as old as John Stuart Mill (Principles 
of Political Economy, Book V, Chap. XI, sec. 14); Sidgwick also develops It 
(Principles of Political Economy, Macmillan ed., p. 404 ff.) and it plays an im- 
portant part in J. B. Clark's Philosophy of Wealth as the "theory of inappropri- 
ables." 



134 American Economic Association, 

ciety's purposes are supposed to have something ethical about them. 
To take consumption as the end of all things corresponds to hedonistic 
ethics, whose standard is the receipt of pleasurable sensations, but the 
more modern ethics emphasizes rather the well-rounded development 
and use of human faculties. It is an active and not a passive standard, 
a standard of output of energy and not of receipt of sensation. 

This makes it seem that our activities are more important than the 
passive pleasures we receive, and the activities that really develop us 
most are those where we are faced with the biggest difficulties. This 
means, commonly, things we would not voluntarily do simply for the 
fun of doing them. It means work, in one form or another, rather than 
play. The conclusion is that the quality of the activity involved in 
work is more important as a positive social value than the quantity or 
quality of consumption. 2 

There is a twofold need: for work of a sort which, if a man gives 
his best to it, will develop and not crush him; and for incentives that 
will make him give his best. And the two needs are more nearly one 
than economic theory is accustomed to assume. Starvation, poverty, 
and ambition for increased wealth have successively worked themselves 
past the point of diminishing return as incentives for the mass of labor, 
and the search for new incentives must focus on other things than wage- 
scales. In this respect, the worst evil is to deny those incentives that 
represent what man recognizes as best in him. If selfish incentives 
cease to work, that is a failure: if unselfish incentives have no oppor- 
tunity to work, that is a tragedy. The partial breakdown of the tra- 
ditional selfish incentives in industry, which is now disturbing many 
minds, may prove a blessing in disguise, and one of the greatest of so- 
cial opportunities. 

Proposition S. The standard of economic service is the gratification 
of human wa/nts through the increase of marketable goods and services. 

This does not intend to deny that the development of good types of 
human beings is a more important thing, but it singles out increased 
wealth as the economic way of making possible the development of the 
best human type, leaving humanity to use its power as its wisdom or 
folly may suggest. 

In this matter economics has tried to keep itself separate from 
ethics and to take the attitude that it is not concerned, as economics, 
with the wisdom of the use men make of wealth. Its ideal is well ex- 

2 This idea, again, is not new. It goes back to Ruskin and William Morris, and 
back of them to the Greeks who graded occupations according as the kind of ac- 
tivity involved was or was not consistent with the "good life" as they saw it. Mod- 
ern studies of human nature are trying to give us more scientific standards of judg- 
ment in these matters, and the results so far are promising and valuable. 
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pressed in the maxim of Francis Bacon, quoted by Jevons in the intro- 
duction to his Theory of Political Economy: "While philosophers are 
disputing whether virtue or pleasure be the proper aim of life, do you 
provide yourself with the instruments of either." 3 It has, then, as an 
ideal a sort of undifferentiated power over nature which man is to se- 
cure, and which he can then put to any use, good or bad. The increase 
of this power is economic gain: the quality of the use made of it is a 
separate question and not an economic one. This is a very natural 
position, but there is one trouble with it. The methods of production 
which increase our power have in themselves qualitative effects on hu- 
man living of a very direct sort, some of which have already been men- 
tioned. And these effects on the quality of life are not marketable 
commodities which can be weighed in the same financial scale with the 
increased supply of commodities which modern industry furnishes. 

Moreover, it may be argued that the tendency of population to in- 
crease has the effect of neutralizing the greater part of man's increased 
productive power, so that by far the greater part of it goes in main- 
taining increased numbers in the face of the principle of diminishing 
returns, and the increase in per capita wealth is but a small fraction of 
the percentage of increase in our essential power over nature. One 
might go farther and say that it is a positive injury for humanity to 
learn enough about the arts of production to use up all the best of the 
earth's limited natural resources and occupy all the available terri- 
tory, until they have learned how to put them to some better use than, 
for example, they have been making of them in the past six years. 

I am not advocating inefficiency, though there are some sorts of 
inefficiency for which a good deal might be said. So long as war exists, 
any civilization that systematically practiced inefficiency for the good 
of future generations would be speedily displaced by one with less re- 
fined ideals and more immediate horsepower. Efficiency is inevitable 
and, in moderation, not undesirable. But what I am suggesting is that, 
instead of taking the quality of man for granted and focussing atten- 
tion on quantity output, it is much more pertinent for the social student 
to take quantity output for granted — business will not neglect that — 
and direct his chief attention to the qualitative effects on humanity of 
the things they do in their inevitable (but largely self-defeating) striv- 
ing after increased per capita wealth. 

One might suggest that in the economy of nature and of her crea- 
tures means and ends are reversed : that the creature's ends are nature's 
means of gaining her ends, and the activities which serve the creature 
as means of attaining his ends are the things nature is really after. 4 
s f his is the concluding sentence of Jevons' Introduction (4th ed., Macmillan, p. 27.) 
* If this figurative personification of nature appears unscientific, nature's purposes 
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Primitive man is interested in stilling his hunger and to get food he 
endures enormous fatigues, taxes his rudimentary ingenuity, and per- 
haps makes a minute improvement in the stone axe or the bow. Nature 
is not interested in stilling his hunger ; in fact, she takes very effective 
measures to see to it that he shall be chronically hungry in order that 
he may continue to endure fatigues, to tax his ingenuity, to struggle, 
and as a result to develop biologically into a type with higher faculties. 
Now that we have supplanted nature's jungle with our man-made jungle 
of mines, factories, railroads, hotels, jails, hospitals, almshouses and 
what not, who is strong enough to do what the older jungle did for 
our ancestors — overrule our purposes for our own good and save us 
from the danger and possible biological disaster of getting what we 
think we want? 

Proposition 4. As a general rule, cost varies m proportion to out- 
put: "overhead costs" which are independent of output are the excep- 
tion and arise in connection with large fixed capital only. 

As an alternative, consider the proposition that overhead costs are 
not merely the general rule but are universal, and that the costs that 
are "direct," or "variable" or "prime costs" from the standpoint of 
the employer are overhead costs from the point of view of society. 
Every laborer is his own "overhead" and has his constant costs to 
meet, whether he is working or not. Society has so much productive 
power. It cannot avoid the cost of either (1) maintaining this pro- 
ductive power, including the human beings who compose most of it, or 
(2) seeing it depreciate. The power of the entrepreneur to reduce ex- 
penses by reducing his working force, where this means unemployment* 
is for the most part a financial illusion arising out of the fact that the 
individual employer does not have to pay the constant costs of the labor 
he turns off. 5 

This principle has many possible applications, largely in the direc- 
tion of placing the burden of labor's overhead cost on those bearing 
chief responsibility for the industrial cycle, and where it will have the 
greatest effect in stimulating people to do things to relieve the irregu- 
larities. It is one tremendously important instance in which social ac- 
counting and business accounting diverge and in which the social ac- 
counting is not yet organized and explicit. 

Proposition 5. The rational foresight of individuals is at the basis 
of individualistic economics. In particular: business men know the 

with man may be translated as the requirements of man's biological development, 
which undoubtedly contain a sounder standard of human welfare than the gratifica- 
tion of his immediate conscious desires. 

sThis general point has been developed by G. P. Watkins: "A third Factor in 
the Variation of Productivity." American Economic Review, V. 753, 770-77. 
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"best combination of factors" and the marginal productive worth of 
different factors, and on this the efficiency of individualism depends. 
The question at issue is not whether people are thus intelligent, but 
whether an economics, founded on the idea that they are, is really a 
sound basis for individualism. 

Let us study for a moment a hypothetical society made up of indi- 
viduals gifted with this degree of intelligence and foresight. Would 
this be peculiarly favorable to individualism? Business would be highly 
efficient, it is true, but there is serious question how long beings with 
this much foresight would continue to compete. Such beings would 
not let the coal business run in the wasteful way which was described 
to us this morning. They would long since have introduced such meth- 
ods as Mr. Mason and others spoke of, and in the process they would 
have integrated the industry to a point where wagon-mines and back- 
yard wheelbarrow mines could not offer serious competition to the 
organized large-scale producers. And there would be a Federal Com- 
mission. 

Perhaps in this hypothetical society employers and employees in, let 
us say, the building trades, might both get tired of the competitive 
struggle and unite to assist each other in excluding competitors. If 
they were very foresightful they might cover up their tracks so well that 
even Mr. Untermyer might have difficulty in getting evidence enough 
to make a case. The "best combination of factors" in this case would 
consist in putting some of the very best brains to work on covering up 
tracks, and the marginal worth of high-grade brains in this occupation 
would be extremely high. Since the employers would know all this, 
highgrade brains would be so employed and lavishly rewarded. On the 
other hand, the marginal worth of brains spent in detecting such con- 
spiracies would also be very high, and government would know this 
(by hypothesis) and would bid against private enterprise for the same 
grade of brains. Thus a large part of society's ability would be de- 
voted to this interesting game of hide-and-seek; to making and con- 
testing valuations of properties; to checking up accounts, inspecting 
products to enforce standards of quality and service, and many other 
similar occupations; and their pay would absorb a considerable part 
of the national income. 

Meanwhile, if people in general could choose intelligently for the 
future they could and would vote intelligently and select able and hon- 
est officers of government, and government departments would be very 
efficiently run because their heads would know the "best combination of 
factors," and the "marginal worth" of talent, and would be able to 
get appropriations that would enable them to bid for it. Their budget 
system, based on knowledge of the relative marginal worth of different 
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lines of public expenditure, would furnish something society has long 
needed — a system of social accounting in terms of national welfare. 
Thus we should have on the one hand enormous waste in the attempt to 
control private industry, and on the other hand government depart- 
ments quite as efficient as private concerns and able to avoid the wastes 
and duplications either of competition or of regulation. Under these 
conditions any people with such intelligent foresight as we have as- 
sumed could not fail to see the obvious advantages of national collectiv- 
ism, and we might expect to see it adopted as rapidly as an efficient 
government bureau could handle the necessary accounting. 

But suppose, on the other hand, we assume a population of little fore- 
sight, who therefore cannot safely depart far from custom, who are 
governed much by imitation and suggestion from their fellows, who 
learn only by making mistakes and being hurt, and who do not know 
the "best combination of factors" nor the marginal worth of different 
factors of production. In such an imaginary society, private produc- 
tion would not be very efficient, judged by absolute standards of what 
is technically possible. On the other hand, a considerable amount of 
competition would survive for a long time, perhaps indefinitely ; partly 
because it is customary, partly because competitors do not look far 
ahead, and partly because they are influenced by the suggestive force 
of a moral code which considers monopoly as contrary to the public 
interest. 

With competition, however, goes a weeding out of the least efficient, 
which means eliminating the widest departures from the "best combi- 
nation of factors" and from the system of paying factors of production 
according to their marginal worth to the employer, and placing them 
in industry on the same principle. The survivors would be those who, 
by luck or intuition, came nearest behaving as they would if they had 
known what the "best combination" was and what the marginal worth 
of productive factors was. The force of competition would put pressure 
on business to install cost accounting systems in order to lessen its 
ignorance of how much productive factors are worth, arid to employ 
engineers and efficiency experts who, although they may not know the 
absolute "best combination," may at least be able to devise ways of 
improving the combination that exists. Thus there would be forces 
working in the general direction of efficiency and of a rough approxi- 
mation to an organization on the basis of marginal productivity. 6 

On the other hand, government departments would not only suffer 

• Professor J. B. Clark has, in lectures, made the point that the marginal produc- 
tivity theory does not require perfect knowledge on the part of business men of 
what "marginal products" are; but that the force of competitive selection works in 
this direction automatically. 
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from not knowing what the "best combination of factors" was, but 
they would lack the saving grace of competitive elimination to work 
automatically in that direction, or to put pressure on their adminis- 
trative heads to install efficient systems of accounting and research. 
In such a purely hypothetical society, we might expect that the ac- 
counting systems of government departments would be far inferior to 
those of private business; and would be, in fact, inadequate to show 
how much public services cost, let alone the marginal worth of differ- 
ent productive factors taking part in those services. 

Not knowing how much factors of production were worth, govern- 
ment would tend to underpay the highest employees and fail to secure 
the highest talents in competition with private industry. Moreover, a 
people of this mental type would be less able to vote intelligently than 
to buy goods intelligently, since voting makes peculiar demands on the 
powers of foresight, while the buying of goods can be much less waste- 
fully done by the method of trial and error. Most marketable com- 
modities are renewed far oftener than is the incumbent of a political 
office, and of those that are not, few commodities are selected without 
more intelligent study of values than the average voter makes of the 
average candidate on the average American long ballot. 7 Thus in this 
hypothetical society there would be less chance of getting able public 
officers than able business men. And though the absolute efficiency of 
private enterprise would be far less than in our first hypothetical so- 
ciety, that of public enterprise would suffer still more. In the second 
society, private enterprise would be more efficient than public. 

The tendency to combination would undoubtedly appear, though re- 
strained by the custom of competition and the moral mandate for it. 
The attempts of government to curb combination would be largely 
abortive, but the people might still prefer a moderate degree of ex- 
ploitation to the inefficiency of government operation, or to the effort 
and uncertainty of conceiving and working out some other substitute 
for individualism. After some trying experiences, business would prob- 
ably learn to keep its exploitation within the limits of the people's toler- 
ation, not so much from shrewd calculation as from natural hesitation 
to break with custom and morals, and from the habit of feeling one's 
way in any new policy. And thus individualism might continue. 

Thus it appears plausible that the strongest basis for individualism 
is not the intelligence of individuals and their irrevocable devotion to 
the pursuit of their own self-interest, but rather their stupidity and 
their susceptibility to moral suggestion. Individualism may be re- 

t Of. T. N. Carver's suggestive comparison of political and economic competition 
in his Principles of Political Economy, p. 328, and in bis Essays in Social Justice, 
pp. 111-25. 
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garded, not so much as the system calculated to get the utmost out of 
a people of extremely high intelligence as the system in which human 
stupidity can do the least harm. All of which is not so very new, but 
is more akin to the general trend of Adam Smith's economics than to 
the Austrian school, and really harks back from marginal utility eco- 
nomics to the earlier classical proposition that individuals can choose 
for themselves — not with absolute accuracy — but better than any 
government agent can do it for them. This is a theory of relativity 
rather than one of the absolute efficiency of individualism as a system 
by itself. 

After all, at the present time one of the most important facts con- 
cerns, not the general level of intelligence, high or low, but the differ- 
ing degrees of training and special information on different topics ; the 
extent to which the specialist in this age of specialists has information 
beyond the unspecialized man in the street, and the ability of the un- 
specialized "people" to cope with the specialist who has his axe to 
grind. This is one of the very large problems for the "economic man" 
of the twentieth century. 

Proposition 6. Capital, including machinery, consists of instruments 
of production utilized by human beings for the production of wealth. 

Let me suggest the alternative proposition that human beings are in- 
struments of production utilized by machines for the machines' increase 
and biological development. This is not a new idea. Samuel Butler 
carried it to the point of suggesting that machines might develop con- 
sciousness and thus enslave mankind, though in these days of behavior- 
ist psychology the question whether the ruling race possesses conscious- 
ness or not may be regarded as obsolete. A more real question is : how 
many and how important and far-reaching are the things the machines 
have done to us which we did not intend nor foresee, compared to the 
things we specifically employed them to do? On this point, some things 
have already been said (sections 2 and 3 above). 

Among economists and social scientists, Veblen has described how 
machines train and educate human beings. 8 A. S. Johnson has pointed 
out how the nominal captain of industry is ruled by the processes he 
presides over.* Cooley has asserted the existence of impersonal forms 
of life with life-processes independent of those of the human beings who 
impinge on them and further their growth, and he mentions industrial- 
ism as one of these forms of life. 10 The Economic Interpretation of 
History implies that the machines control human life and organization 
in its highest forms. 

* The Instinct of Workmanship, pp. 311-37. 

9 "The Soul of Capitalism," Unpopular Review, April-June, 1914, pp. 230-1. 

io Social Process, pp. 6-26. 
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Machines may be conceived as making bargains with man in which 
they offer him things he very much desires, and in exchange bind him 
to serve and maintain them, to eliminate the unfit among them and 
promote their racial progress, and to alter his own social and political 
arrangements in whatever ways may be necessary in keeping pace with 
the increasingly complex social organization of the machines themselves, 
and in keeping the children of man faithful to the service the machines 
require. The full nature of the terms of these bargains are not re- 
vealed to man until he is so fully committed that it is too late to turn 
back, and thus the machines outwit him. For example, they took Adam 
Smith into their confidence, but only so far as suited their purposes. 
By such methods they have succeeded in imposing on man many things 
he never bargained for, some of which he finds extremely unwelcome. 

Some might think this shows a low standard of honesty on the part 
of the machines, but we must remember that honesty is the morality of 
equals toward equals, not of superior to inferior races, and that our 
own conduct toward inferior races will hardly stand a critical examina- 
tion. At least machines have not forced their culture upon us by 
armed violence. Among their own kind, tljey show a sense of the 
superior importance of biological progress to immediate gratification 
and a subordination of the interests of the individual machine to the 
progress of the race, which demonstrate a clear moral superiority. 
Seldom or never, as in Arnold Bennett's Milestones, does the older 
generation cramp the development of the younger. They give way 
without complaint, youth is served, and the interests of mechanical 
posterity are paramount. 

The machines appear to have kind intentions toward man, but to 
lack understanding of many of his feelings and needs ; as is frequently 
the case with ruling and subject races. They have revolutionized both 
work and product, taking the element of universal individual initiative 
out of both. They have given man unnatural working conditions which 
are now leading to incipient revolt, and living conditions that go far 
to defeat democracy. They are responsible for the "industrial cycle," 
and as long as their own overhead costs are covered in periods of de- 
pression, they have not assumed full responsibility for the correspond- 
ing overhead costs of human beings. They have largely taken over 
the drama without caring to preserve what human beings regard as the 
highest standards of taste, and they have, intentionally or unintention- 
ally, gone far to undermine the church and even religion itself. They 
have incontinently switched us from a paternalistic to a laissez-faire 
type of government and are now busily switching us back again, ac- 
cording to the temporary needs of the stage of development they have 
reached. These are merely examples. 
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As for their methods of maintaining control : some classes they bribe 
with large rewards, other classes, largely technicians, and technical- 
scientists, do not need to be bribed: their minds are captured by the 
material they work in. And the unspecialized "ruling classes," voters 
or congressmen or others, cannot cope with these specialists, who are 
left to do more and more of the governing in the shape of the actual 
working out of things. The ordinary man cannot even speak the dialect 
in terms of which many of these issues are settled; for example, the 
accounting language used in settling the justice of street-car fares. 
The machines have cleverly limited human cooperation by splitting 
human language up into many dialects of many specialist groups, so 
that the highest common factor of intelligibility, so to speak, for hu- 
manity as a whole, consists of relatively simple ideas, largely obsolete 
in the sense of not actively gripping the newer issues. Among these 
ideas might be mentioned the simple ideas of public and private owner- 
ship. As men become more dependent on machines, the latter become 
able to rule by penalties as well as by rewards : for example, our recent 
heatless Mondays and other penalties imposed by failure to develop our 
railroad system to a continually increasing size and complexity of 
articulation. Thus mankind moves in directions it never intended, 
getting largely things it never definitely wanted as the unexpected re- 
sult of engaging the services of unexpectedly powerful instruments. 

What I have called Euclidean Economics, in general, serves the in- 
terests of the machines. It directs attention to the bribe they offer, 
and away from the conditions they exact. It has countenanced the 
machines in neglecting to assume the burden of human overhead costs, 
and in this, as in other matters, by insisting on putting man on a higher 
level than machines in respect to freedom, it has sometimes put him 
on a lower level in respect to care for his material needs. This has its 
fine side, but by teaching man that he is the end of all things, when he 
is not, his subjection is concealed and thus perhaps perpetuated. 

I do not advocate revolting against the machines and abolishing or 
subjugating them : all I aspire to is a reasonable degree of racial equal- 
ity. This would make for more friendly relations and would help to 
allay the distrust of the purposes of the machines which now prevents 
us from getting all the benefits which they are able and willing to give 
us. This is peculiarly true of labor, but not of labor alone. This 
morning the machines, via Mr. Mason and others, made us a most allur- 
ing offer of increased coal production and I noticed this intelligent as- 
semblage looking this gift horse in the mouth, debating whether this 
would force upon us a federal commission or federal operation, and 
whether we wanted these changes in our economic and political order. 
This distrust is a hopeful sign so long as we cannot tell what kind or 
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degree of social and political transformation the machines would force 
upon us. It marks a notable advance on the usual method of accepting 
the offer first and railing at the consequences afterward. But we must 
become far better informed and surer of our own intentions before our 
dealings with the machines can be characterized by that confidence 
which marks the bargaining of equals. To attain this we must not 
merely develop the ability to rise superior, if necessary, to the imme- 
diate bribe that is offered us; we must become competent to bargain, 
as the machines do, with an intelligent eye to our long-run racial and 
social interests. 

These interests are most seriously threatened in the case of labor. 
The machines tend to confine discretion in industry to the few whom 
they take into their confidence, while the bulk of labor has largely lost 
the power to make any constructive contribution to the technique of 
industry. The job belongs to the machine, and labor feels little re- 
sponsibility for it. Labor's state of mind and conduct shows the con- 
sequences of this, and many laborers appear to alternate between the 
slave-morality of getting as much as possible and giving as little, and 
the spasmodic need of exerting power of some sort. Under the cir- 
cumstances this can only be power to interfere with the orderly prog- 
ress of industry by strikes or sabotage, since power to improve on the 
operations laid down by the machines appears to be beyond labor's 
present reach, either for lack of competence, ambition, or opportunity. 
Racial equality can never be established so long as the bulk of mankind 
are in this position of undignified and passive inferiority. 

The situation demands social organizations capable of exerting the 
force of constructive human will enlightened by collective intelligence, 
at the point where things are being decided, in the processes of industry 
itself, rather than waiting till the decision is made and then, through 
our "political" machinery, taking belated and purely defensive action. 

TRADITIONAL ECONOMIC THEORY— DISCUSSION 

Irving Fisher. — In commenting on the foregoing papers, I will only say 
that I feel that there is an undue tendency to react against theories of 
marginal utility because we have expected more of them than they have 
yielded. Such revulsions of feeling create alternate fashions in economic 
theory, and fashions should have no place in science. There is a solid basis 
of truth in the theories of marginal utility which should not be lost but 
used as foundations on which to build. 

r rank H. Knight. — Considerable courage is doubtless required to say 
anything in defense of economic theory in any of its familiar aspects after 
the presentation of these two papers, not to mention those given this after- 
noon, in which "theory" has been pelted with missiles of every degree of 



